Handbook Policy Recommendation – Wage Deductions

As we have indicated in the past, the federal regulations concerning overtime exemptions will become effective later next month.  One of the new provisions provides a “safe harbor” for employers who make an improper deduction from an exempt employee’s salary. The new safe harbor allows employers to avoid liability for improper deductions if the employer adopts a clearly communicated policy that (1) prohibits improper pay deductions; (2) includes a complaint procedure; (3) reimburses employees for any improper deductions; and (4) makes a good faith commitment to comply in the future. The new regulations provide that the “best evidence” of such a policy is a written policy distributed to employees at the time of hire, published in a handbook, or available on the company’s intranet website.  Accordingly, we are recommending the following policy be published in your handbook, distributed to employees or published on your Intranet or web site:   

The Company intends to pay exempt employees, who are paid  on a salary basis, in accordance with the Fair Labor Standards Act and its regulations, and will not make improper deductions.  Any employee who feels that he/she has been subject to an improper deduction should contact [INSERT TWO OR MORE CONTACT PERSONS BY POSITION] who can be reached at the following telephone numbers [INSERT PHONE NUMBERS] or e-mail addresses [INSERT E-MAIL ADDRESSES].   You can make your complaint to one or more of these individuals at your discretion.  To the extent your complaint has merit, the Company will correct its mistake and take steps to prevent similar improper deductions in the future.  The Company will not retaliate against any employee who raises wage deduction issues.

For those employers, who have recently updated their employee handbook, we recommend that you distribute this policy in the form of a memo to affected employees and have them sign acknowledging their receipt.  The receipt form can then be placed in the employees’ personnel files.   
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